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EXECUTIVE SUMMARY
SOUTHWEST TRANSMISSION COOPERATIVE, INC.
DOCKET NO. E-04100A-09-0496

My testimony and Attachment RCS-4 address the one issue from my direct testimony
that was disputed in SWTC’s rebuttal testimony ~ the ratemaking treatment of a gain that SWTC
realized on the sale of a 69 kV line. In view of SWTC’s rebuttal testimony and the additional
explanations provided by SWTC in response to Staff data request STF 7.1 (see Attachment RCS-
4), I have accepted the Cooperative’s proposed treatment of this gain. This increases the amount
of Staff’s recommended revenue requirement for SWTC by approximately $73,000 above the
amount stated in my direct testimony.
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L INTRODUCTION

A. Background and Qualifications

Q. Please state your name, position and business address.

A. Ralph C. Smith. I am a Senior Regulatory Consultant at Larkin & Associates, PLLC,
15728 Farmington Road, Livonia, Michigan 48154.

B. Purpose of Testimony

What is the purpose of your surrebuttal testimony?
A. My testimony and Attachment RCS-4 address one issue that was disputed in SWTC’s
rebuttal testimony — the ratemaking treatment of a gain that SWTC realized on the sale of

a 69 kV line.

C. Content of Attachments to Testimony
Q. Have you attached any exhibits to be filed with your surrebuttal testimony?

A. Yes. I am attaching Attachment RCS-4.

Q. What is shown in that attachment?
A. Attachment RCS-4 presents a copy of SWTC’s response to data request STF 7.1, which is

referenced in my testimony.
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II. GAIN ON SALE OF UTILITY PROPERTY
Q. Did SWTC recently sell some of its utility property?
A. Yes. As described in the response to data request STF 2.54:

In 2005, SWTC sold 5.7 miles of the Davis-Rivera 69 kV line to
Mohave Electric Cooperative for a little less than $643,000.
SWTC recorded a gain on its books in 2005 of $243,000. In 2009,
SWTC sold the remaining 3.2 miles of the Davis-Rivera 69 kV line
to Mohave Electric Cooperative for $370,000 and recorded a gain
on its books in 2009 of about 8220,000. Both gains were recorded
in the year that the sale was made.

Q. How did you treat the gain on the sale of this utility property in your direct
testimony?

A. In my direct testimony, I normalized the amount of gain over a three-year period as a
reduction to SWTC’s revenue requirement. Three years is the same period that SWTC
proposes using for normalizing its proposed allowance for rate case costs in the current
case. As shown on Attachment RCS-2, Schedule C-5, which was attached to my direct
testimony, normalization of the gain over the recommended three-year period increased
SWTC’s net income by $73,300, and reduced SWTC’s revenue requirement by a similar

amount.

Q. Did SWTC take exception to this ratemaking treatment?

A. Yes. In SWTC’s rebuttal testimony, the Cooperative accepted all of my recommendations
with the sole exception of the treatment of the gain on sale of utility property. With
respect to that gain, SWTC claimed that the gain had already been flowed through to its

Class A members.!

! See, e.g., Rebuttal Testimony of SWTC witness Gary Pierson at page 2.
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Q. Did you obtain additional information from SWTC concerning this issue?

A. Yes. SWTC provided additional information in response to Staff data request STF 7.1.2

Q. At this time are you revising your recommended ratemaking treatment for that
gain?

A. Yes. In view of the Cooperative’s rebuttal on this issue and the additional explanations
provided by SWTC in response to Staff data request STF 7.1, I have accepted the
Cooperative’s proposed ratemaking treatment of this gain. This increases the amount of
Staff’s recommended revenue requirement for SWTC by approximately $73,000 above

the amount stated in my direct testimony.

Q. Does this conclude your surrebuttal testimony?

A. Yes, it does.

% A copy of that response is included in Attachment RCS-4, attached to my surrebuttal testimony.




Attachment RCS-4

Docket No. E-01400A-09-0496

Page 1 of 4

Southwest Transmission Cooperative, inc.
Docket No. E-01400A-09-0496
Attachment RCS-4
Copies of SWTC's Responses to Data Requests
and Documents Referenced in the Surrebuttal Testimony of

Ralph C. Smith
Data Request/
Document |Subject Confidential | No. of Pages | Page No.
SWTC's explanation of the treatment of the gain on the sale
STF7.1 of the 69 kV line to Mohave Electric Cooperative No 3 2-4
Total Pages Including this Page 4




Attachment RCS-4
Docket No. E-01400A-09-0496
Page 2 of 4

SOUTHWEST TRANSMISSION COOPERATIVE, INC.

RESPONSES TO SEVENTH SET OF DATA REQUESTS OF

ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-04100A-09-0496
August 12,2010

Sale of Property

STF 7.1

Respondent:

Refer to the Rebuttal Testimony of SWTC witness Gary Pierson at page 2.

Please show exactly how the gain on the sale of the 69 kV line was flowed
through to SWTC’s Class A members and indicate exactly when this was
flowed through. Provide the related supporting documentation and
workpapers.

Please explain fully why the 69 kV line was sold to Mohave Electric and
why the sale occurred in two pieces, 5.7 miles in 2005 and the remaining
3.2 miles in 2009.

Has SWTC had any sales of property in 2010? If so, please identify each
such sale and provide the related details showing the gain or loss.

Did SWTC have any sales of property during the rate effective period? If
not, explain fully why not. If so, please identify which property SWTC is
holding for sale and the approximate cost basis and market value of each
such property.

Does SWTC intend to sell the two parcels of land in Oro Valley that were
purchased in 19997 If not, explain fully why not. If so, please identify
SWTC’s plans for disposing of that land.

Gary Pierson, Manager of Financial Services; James C. Burson, Senior

Vice President and Chief Operating Officer; and Melanie Pearce, Director of
Financial Operations

Response:

a. Attached is a copy of the SAP entry showing the posting of the

gain on the sale to Mohave. As described in the response to STF 2.54, the
approximate $220,000 gain on the sale of the 69 kV line was posted November
30, 2009 to RUS USOA Account No. 411.6, Gains from Disposition of Plant
(SAP Acct. 61350500). It shows up on SWTC’s Statement of Operations as a

credit

to Other Deductions and is, therefore, a part of the operating margins for

SWTC. There is no workpaper associated with the entry. The gain amount was
simply booked to the RUS and SAP accounts as indicated. Pursuant to SWTC's
by-laws, all amounts received in excess of operating costs, expenses and prior
losses (i.e. margins) are received with the understanding that they are furnished by

15169-13/2514911
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SOUTHWEST TRANSMISSION COOPERATIVE, INC.
RESPONSES TO SEVENTH SET OF DATA REQUESTS OF
ARIZONA CORPORATION COMMISSION STAFF
Docket No. E-04100A-09-0496
August 12, 2010

the Members as capital. SWTC is required to account for such capital and record
such capital to its members as allocated patronage capital. Therefore, gains on the
sale of property which either increase margins or reduce losses flow through to
the Members. This accounting treatment of such gains is also necessary in order
to maintain SWTC’s tax exempt status under section 501(c)(12) of the Internal
Revenue Code.

b. The 69 kV line in question was built by AEPCO from Davis Bank
10 to MEC’s Big Bend Substation as an interim measure to serve the growing
MEQC load prior to the construction of the Davis to Riviera 230 kV line and
Riviera 230/69 kV Substation. The line termination was subsequently moved
from Big Bend to the Riviera 69 kV bus. The line was constructed to meet the
MEC retail load growth and no other stakeholders utilize the line. MEC later
interconnected the Airport Substation to the line.

In 2004, MEC requested the opportunity to purchase the Riviera to
Airport Tap; the sale was finalized in 2005. MEC’s long range plans call for
additional substations interconnecting this line. At a later date, MEC determined
that they should have requested the purchase of the entire section in 2004. The
line is embedded within the MEC system and was originally constructed solely
for the MEC loads. SWTC does not anticipate serving any other stakeholder from
this line. The SWTC Board of Directors agreed to both sales and each was
subsequently approved by RUS,

C. SWTC has not had any sales of property in 2010.

d. SWTC does not have any property for sale, nor does it intend to
sell any property in the foreseeable future, with the possible exception of the plant
held for future use discussed in (e) below.

€. AEPCO/SWTC acquired easements and purchased a parcel of land
for a substation in anticipation of the Moore Road to Thornydale project in the
early 1990's. The project was abandoned and the land was transferred to plant
held for future use in 1999. SWTC subsequently built the Thornydale Substation
in 2000 to serve TRICO’s growing load in the areca. However, the easements and
the property remain as SWTC assets. Recently, the SWTC Land Services and
Legal Staffs have begun to review options with respect to use or disposal of the
properties. The ultimate outcome for the properties is unknown at this time.

15169-13/2514911
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L INTRODUCTION

Q. Please state your name and business address.

A. My name is Dennis M. Kalbarczyk. My business address is 910 Piketown Road, Harrisburg,
Pennsylvania 17112.

Q. Have you previously submitted testimony in this proceeding?

A. Yes. [ previously submitted direct testimony on behalf of the Arizona Corporation
Commission (“ACC” or “Commission”), Utilities Division Staff (“Staff”). It addressed my
review of the application of Southwest Transmission Cooperative Inc.’s (“Southwest” or

“SWTC”) for a general rate increase in the proceeding at Docket No. E-04100A-09-0496.

Q. What is the purpose of your surrebuttal testimony?

A. My surrebuttal testimony responds to SWTC witness Zarnikau’s rebuttal testimony
addressing his fully allocated cost of service and rate design recommendations. His revised
fully allocated cost of service study and proposed rate design (JWZ-Schedules G and H): (a)
makes small corrections in how costs would be allocated to a discounted rate involving the
Mohave Electric Cooperative (“MEC”), and (b) incorporates SWTC’s revised overall
revenue requirements, which Mr. Pierson’s rebuttal testimony provides. I also present my
revised fully allocated cost of service study and proposed rate design (DMK- Schedules
G and H Surrebuttal). 1 accept SWTC witness Zarnikau’s MEC cost allocation correction,
and I incorporate Staff’s revised overall revenue requirement, which Staff witness Smith’s

surrebuttal testimony provides.
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IL ALLOCATED COST OF SERVICE STUDY AND RATE DESIGN

Q. Please describe SWTC's revised allocated Cost of Service study and proposed rate
design proposal.

A. Witness Zarnikau’s rebuttal testimony (at pages 2-4) explains that he made revisions to his
allocation study for the determination of the discounted rate to MEC for its Second Network
Transmission Agreement (“MEC2”). He explained that this unique agreement caused him,
in his original cost allocation method, to remove from costs to be allocated to MEC under the
MEC2 agreement all costs associated with the Apache Transformer Replacement and the
Bicknell Substation Upgrade. Subsequent to my direct testimony, SWTC advised him that
the Apache Transformer and Bicknell Substation constituted ordinary repairs and
replacements to facilities previously included in the MEC2 rate base. Accordingly, only a
portion of their costs should be considered “new system costs;” i.e., those to be removed
from costs allocated to MEC under the MEC2 agreement. I have accepted the changes, as
detailed in his rebuttal testimony, and have incorporated them into my updated fully allocated

cost of service study and rate design schedules.

Witness Zarnikau’s cost allocation study and rate design also incorporates the $34,600,422 of

revised revenue requirements advanced by SWTC witness Pierson in his rebuttal testimony.

Q. Describe your understanding of Staff's position with regard to the overall revenue
requirement in the instant proceeding.

A. Staff witness Smith’s surrebuttal testimony explains that SWTC accepted all of his
recommendations with the exception of the treatment of the gain on sale of utility
property. He further explains that he has accepted SWTC’s proposed ratemaking
treatment of this gain, which would increase the amount of Staff’s recommended revenue

requirement for SWTC over the amount noted in his direct testimony. I have confirmed
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with him that adding the $73,300 increase associated with the treatment of this gain to the
$35,426,050 of recommend revenue requirement from his direct testimony would produce
a revised recommended revenue requirement of $35,499,350; a $7,722,123 increase over

the $27,777,227 of operating revenues under present rates.

Thus, my revised fully allocated cost of service study and proposed rate design (DMK-
Schedules G and H Surrebuttal) incorporate Staff’s revised overall revenue requirement of

$35,499,350 as discussed in Staff witness Smith’s surrebuttal testimony.

Q. Please summarize SWTC’s rebuttal and Staff’s surrebuttal revenue requirement
positions.

A, The following table summarizes SWTC’s and Staff’s adjusted current and proposed test

~ year revenues, operating expenses, net income (margins), and overall rates of return under

current and proposed rates.

Table I — Cost of Service Summary
SWTC Rebuttal Staff Surrebuttal

Revenues Current Proposed Current Proposed
Network Transmission Service | $22,328,219 | $29,019,048 | $22,328,219 | $29,814,712
Point-to-Point 3,484,662 3,617,027 3,484,662 3,720,290
Total Electric Revenue $25,812,881 | $32,636,075 | $25,812,881 | $33,535,002
Other Operating Revenue 598,408 598,408 598,408 598,408
Special Contracts & Other 1,365,938 1,365,940 1,365,938 1,365,940
Total Operating Revenue $27,777,227 | $34,600,423 | $27,777,227 | $35,499,350
Operating Expenses 27,116,831 | 27,116,831 | 27,116,831 | 27,116,831
Operating Income (Margins) $ 660,396 | $ 7,483,591 | § 660,396 | $ 8,382,519
Income Taxes - - - -
Net Income (Margins) $ 660,396 |$ 7,483,591 |$ 660,396 | $ 8,382,519
Rate Base $79,146,274 | $79,146,274 | $79,146,274 | $79,146,274
Rate of Return 0.83% 9.46% 0.83% 10.59%
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Q. Please summarize SWTC rebuttal and Staff’s surrebuttal proposed rate design?
A. The following table summarizes SWTC’s rebuttal and Staff’s surrebuttal proposed rates to

that of current rates, along with the respective percentage increase under said proposals.

Table II- Current and Proposed SWTC/STAFF RATES WITH % INCREASE

SWTC
Rebuttal STAFF Surrebuttal
Transmission Services Current Proposed % Inc. Proposed % Inc.
Firm Network Service -$Monthly Rev. Req.* $ 1,608,258 $2,187,176  36.00% $2253,611 40.13%
Firm Network Service -$Annual Rev. Req.* $19,299,096 $26,246,111  36.00%  $27,043,332 40.13%

Firm Network Service -MohElec 2 $ Monthly Rev.Req.* $ 1,608,258 $2,056,562 27.88% $2,116,280 31.59%
Firm Network Service - Moh Elec 2 $ Annval Rev.Req.* $19,299,096 $24,678,748 27.88%  $25,395,356 31.59%
Firm Point-to-Point Transmission (3/kW) $ 3423 $ 3608 540% $§ 3.718 8.62%
Non-Firm Point-to-Point Transmission $/kW) $ 3423 $ 3608 540% § 3718 8.62%
Mandatory Ancillary Services:

Sch. 1- Sys Control & Load Dispatch - ($/kW) $ 0289 $ 0245 -1522% § 0245 -15.22%
Sch. 2- Network Var Support/Voltage Control-($/kW) $ 012 $ 0067 -4439% $ 0075 -37.71%
Sch.2- Point-to-Point VarSupport/VoltageContrl-($kW)  §  0.094 $ 0049 -4745% $§ 0.055 -41.14%
FERC Optional Ancillary Services — AEPCO

Sch. 3- Network - Req. & Freq. Resp ($/kW) $ 04720 $ 05325 12.82% § 0.5474 15.98%
Sch. 4- Network - Eng Imbalance - +/-1.5% ($/MW) $ 2325 $ 36.68 57.78% $  36.68 57.78%
Sch. 5- Network - Oper. Reserves - Spinning ($/kW) $ 07130 $ 07060 -098% $ 0.7258 1.80%
Sch. 6- Network - Oper. Reserve - Supplemental ($kW) § 04610 $§ 04981 8.04% $ 05116 10.98%
Direct Assignment Facilities

Trico Electric Only - ($/mth)** $ 128,777 $ 128,777 $ 128,777

* Memb Rate: $ annual rev req /12 x ratio of Memb's Curmt 12mth avg Load to that of same Sum Total Membs.Load
** Cost Alloc & assoc. charges for transmission construction by distribution cooperative - Trico Only

Q. Please summarize your opinion as to SWTC’s above referenced revised fully allocated
Cost of Service study and rate design surrebuttal proposal.

A. I have no objection to SWTC’s revised fully allocated cost of service study methods. Thus, I
have revised my fully allocated cost of service study methods to incorporate SWTC’s
proposed surrebuttal changes to its MEC2 cost allocation proposal. However, my updated
study incorporates only those revenue requirement positions adjustments agreed to by Staff.
The results of my updated study are attached as DMK-Schedules G and H Surrebuttal,

respectively. In order to provide for ease of comparison, I continued to use the same




O 0 NN O b

10
11
12
13
14
15
16
17

Surrebuttal Testimony of Dennis M. Kalbarczyk
Docket No. E-04100A-09-0496
Page 5

Schedule G and H references as those in my direct testimony. DMK- Schedule A-1
Surrebuttal provides a proof of revenue by rate class. It demonstrates that Staff’s proposed
rates and other revenues will produce approximately the same $7,722,123 revenue increase

as supported by Staff witness Smith’s surrebuttal testimony.

Lastly, DMK Schedule B-1 Surrebuttal provides a comparison of the allocated revenue
requirement to each customer member under SWTC’s revised and original MEC2 cost
allocation methods. In brief, the impact is minor, the revenue requirement for network
transmission services to MEC2 will decrease by $10,230, or 1.93% while the remaining
customer members revenue requirement will increase proportionally by .04% to account for

this change in allocation method.

For the reasons noted herein, I recommend adoption of Staff’s proposed rates as summarized

in my surrebuttal testimony at Table II above.

Q. Does this conclude your surrebuttal testimony?

A. Yes, it does.




DMK SCH. A-1

Surrebuttal
Southwest Transmission Cooperative, Inc.
PROOF OF REVENUE SUMMARY BY RATE CLASS - Present and Proposed Rates - Staff Adjusted
Revenues Rates
Current Proposed Ingrease % Inc. Current Proposed Increase % Ing.
Ciass A - Firm Netwo rvices
Anza $ 353604 $ 495,496 $ 141,892  40.13% $1,608,258 $ 2,253,611 § 645353 40.13%
Duncan Valley 208,785 293,966 84,181  40.13% $1,608,258 $ 2253611 § 645353 40.13%
Graham County Electric 1,188,106 1,664,863 476,757  40.13% $1,608,258 $ 2,263,611 $ 645353 40.13%
Monhave Electric 1 5,391,208 7,554,689 2,163,391 40.13% $1,608,268 $ 2,253,611 $ 645353 40.13%
Mohave Electric 2 372,811 480,576 117,765  31.59% $1,608,258 $ 2,116,280 $§ 508,022 31.59%
Sulphur Springs Valley 1 5,775,237 8,092,693 2,317,456  40.13% $1,608,258 $ 2,253611 $ 645353 40.13%
Sulphur Springs Valley 2 235,853 330,494 94,642  40.13% $1,608,258 $ 2,253,611 $§ 645353 40.13%
Trico Electric 4,938,762 6,920,561 1,981,799  40.13% $1,608,258 $ 2,253,611 $§ 645353 40.13%
Total Firm Members $ 18,465,457 $ 25,843,339 $ 7,377,883 39.96%
Other - Firm Network Services
Safford 570,690 799,694 229,003  40.13% $1,608,258 $ 2,263611 § 645353 40.13%
Thatcher 262,949 368,464 105,515  40.13% $1,608,258 $ 2,253,611 $ 645353 40.13%
Total Other 833,639 1,168,158 334,518 40.13%
Total Network Services $ 19299096 $ 27,011,497 $ 7,712,401 39.96%
Point-to-Point Services
Network Transmigsion Rate
AEPCO $ 1,971,648 § 2,141,568 $ 169,920 8.62% $ 3423 § 3718 § 0.295 8.62%
Sulphur Springs 830,954 902,567 71,613 8.62% $ 3423 $ 3718 § 0.295 8.62%
MWS&E Stafford Wheeling 410,760 446,160 35,400 8.62% $ 3423 § 3718 $ 0.295 8.62%
Total Point-to-Point $ 3,213,362 § 3,490,295 $ 276,933 8.62%
Total Electric Revenue $ 22512458 $ 30,501,792 § 7,989,334
ther Operating Revenues

Class A - System Control 8 Load Dispatch
Anza $ 27,863 $§ 23,621 $§ (4,242) -15.22% $ 0.28¢ $ 0.245 § (0.044) -15.22%
Duncan Valley 16,525 14,009 (2,516) -15.22% $ 0289 $§ 0245 § (0.044) -15.229
Graham County Electric 93,798 79,518 (14,281) -15.22% $ 0289 § 0245 § (0.044) -15.22%
Mohave Electric 1 414,376 351,287 (63,088) -15.22% $ 0289 $ 0245 $ (0.044) -15.22%
Mohave Electric 2 33,113 28,072 (8,041) -15.22% $ 0.289 § 0245 § (0.044) -15.22%
Sulphur Springs Valley 1 431,569 365,863 (65,706) -15.22% $ 0289 $ 0.245 § (0.044) -15.22%
Sulphur Springs Valley 2 8,250 6,994 (1,258) -15.22% $ 0289 $ 0245 § (0.044) -15.22%
Trico Electric 392,797 332,994 (59,803) -15.22% S 0.289 $ 0.245 § (0.044) -15.22%
Total Other Members $ 1,418,292 § 1,202,358 §  (215934) -15.22% :
Other - System Control & Load Dispatch
Safford 44,705 37,898 (6,808) -15.22% $ 0.2890 $ 0.245 § (0.044) -15.22%
Thatcher 20,808 17,640 (3,168) -15.22% $ 0.289 $ 0245 § (0.044) -15.22%
Total Other 85,513 55,538 (9,974) -15.22%
Other - System Control & Load Dispatch
AEPCO $ 166,464 § 141,120 § (25,344) -15.22% $ 0289 $§ 0245 § (0.044) -15.22%
Sulphur Springs 70,156 59,475 (10,681) -15.22% $ 0289 $ 0245 § (0.044) -15.22%
MWA&E Stafford Wheeling 34,680 29,400 (5,280) -15.22% $ 0.289 $ 0245 § (0.044) -15.22%

$ 271,300 § 220,995 $ (41,305) -15.22%
Total System Control & Load Dispatch ~ § 1,755,105 § 1,487,802 § (267,213)
Adj. Other System Control & Load Disp. 70,639 70,639 -
Total Sch 1 Revenue Credit $ 1,825,744 § 1,568,531 $  (267,213)
Class A - Direct Assignment Facilities
Trico Electric 1,545,318 1,545,318 - 0.00%
Other Operating Revenues 598,408 598,408 -
Special Contracts 1,285,300 1,295,300 -
Total Other Operating Revenue $ 5,264,770 % 4,997,557 $ (267,213)
Total Network Services $ 27,777,228 $ 35499348 § 7,722121 27.80%

Revenues Per Staff Attach. RCS-2, Sch.
A, Columns, D-E, Line 1 $ 27,777,227 $ 35499350 $ 7,722,123

Proof $ (1) 1 % 2

L2



Southwest Transmission Cooperative, Inc. DMK SCH. B-1
Analysis of Revenue by Detailed Class - Staff Adjusted Surrebuttal
Test Year - Annualized
BASED UPON SWTC REVISED MEC ALLOCATION METHOD AND ORIGINAL MEC ALLOCATION METHOD
STAFF REVENUES BASED UPON DIFFERENCES IN METHOD
LINE REVISED MEC  ORIGINAL MEC
NO. CLASS OF SERVICE ALLOC. METHOD ALLOC. METHOD AMOUNT PERCENT
@ (@) @ (@)
Class A MEMBER CONTRACTS: |
1. ANZA $ 519,117 §$ 518,926 $ 191 0.04% |
2. DUNCAN 307,975 307,862 113 0.04%
3. GRAHAM 1,744,380 1,743,738 642 0.04%
4. MOHAVE 7,905,977 7,903,062 2,914 0.04%
5. MOHAVE2 518,648 528,878 (10,230) -1.93%
6. SULPHUR 8,458,556 8,455,434 3,122 0.04%
7. SULPHER?2 337,489 337,361 127 0.04%
8. TRICO 8,798,874 8,796,204 2,670 0.03%
9 Class A TOTAL MEMBER CONTRACTS: 3 28,591,015 §$ 28,591,466 $ (451) 0.00%
OTHER FIRM NETWORK CONTRACTS:
1. SAFFORD 837,592 837,283 308 0.04%
2. THATCHER 386,104 385,962 142 0.04%
3. TOTAL FIRM CONTRACTS: $ 1,223,696 § 1,223,245 § 451 0.04%
4. TOTAL COMPANY $ 29,814,712 § 29,814,712 § (1)) 0.00%
POINT-TO-POINT SERVICE:
1. AEPCO Firm Pt to Pt- Agrmnts  § 2,141,568 $ 2,141,568 - 0.00%
2. Sulphur Springs Firm Point to Point 902,567 902,567 - 0.00%
3. MW&E Safford wheeling 446,160 446,160 - 0.00%
4. SUBTOTAL REVENUE $ 3,490,295 $ 3,490,295 - 0.00%
5. Load Control & Disp 229,995 229,995 - 0.00%
6. TOTAL REVENUE $ 3,720,290 $ 3,720,290 - 0.00%
RATE IMPACT ANALYSIS:
Firm Network Service - $ Monthly Rev. Req.* $ 2,253,611 $ 2,252,742 $ 869 0.04%
Firm Network Service - $ Annual Rev. Req.* $ 27,043,332 $ 27,032,900 $ 10,432 0.04%
Firm Network Service - Moh Elec 2 $ Monthly Rev. Req.* § 2,116,280 $ 2,160,412 $ (44,133) -2.04%
Firm Network Service - Moh Elec 2 $§ Annual Rev. Req.* $ 25,395,356 $ 25,924,950 $ (529,594) -2.04%



Southwest Transmission Cooperative, Inc.
Cost of Service Summary - Present Rates - SWTC vs. Staff Adjusted

LINE
NO.
REVENUES:

NETWORK TRANSMISSION SERVICE
2. POINT-TO -POINT

—

3. TOTAL ELECTRIC REVENUE:
4. OTHER OPERATING REVENUE
5. SPECIAL CONTRACTS & OTHER

6. TOTAL OPERATING REVENUE

7. OPERATING EXPENSES

8. OPERATING INCOME (MARGINS)

9. INCOME TAXES

10. NET INCOME (MARGINS) (LINE 8 - LINE 9)
11. RATE BASE

12. RATE OF RETURN

Source Supporting Schedule Reference

*  SWTC As-Filed Schedule G-1
(a)  Staff Attachment RCS-2, Sch. A, Colurmn D, Line 2
(b)  Staff Attachment RCS-2, Sch. B, Column C, Line 9

DMK SCH. G-1
Surrebuttal

SWTC PER STAFF
PER SWTC PER STAFF REBUTTAL SURREBUTTAL
TOTAL TOTAL TOTAL TOTAL
SYSTEM * SYSTEM SYSTEM SYSTEM
$ 22,328,219 $ 22328219 § 22,328,219 § 22,328,219
3,484,662 3,484,662 3,484,662 3,484,662
25,812,881 25,812,881 25,812,881 25,812,881
598,408 598,408 598,408 598,408
1,365,938 1,365,938 1,365,938 1,365,938
27,777,227 27,777,227 27,777,227 27,777,227
27,947,057 @@ 27116831 27,116,831 27,116,831
(169,830) 660,396 660,396 660,396
(169,830) 660,396 660,396 660,396
79,668,372 (M) 79,146,274 79,146,274 79,146,274
0.21% 0.83% 0.83% 0.83%



Source Supporting Schedule Reference
*  SWTC As-Filed Schedule G-2
(a)  Staff Attachment RCS-2, Sch. A, Column D, Line 2
(b)  Staff Attachment RCS-2, Sch. B, Column C, Line 9

Southwest Transmission Cooperative, Inc. DMK SCH. G-2
Cost of Service Summary - Proposed Rates - SWC vs. Staff Adjusted Surrebuttal
SWTC PER STAFF
PER SWTC PER STAFF REBUTTAL SURREBUTTAL
LINE TOTAL TOTAL TOTAL TOTAL
NO. SYSTEM * SYSTEM SYSTEM SYSTEM
REVENUES:
1. NETWORK TRANSMISSION SERVICE $ 29,754,459 $ 29,749,860 $ 29,019,048 § 29,814,712
2. POINT-TO -POINT 3,711,841 3,711,841 3,617,027 3,720,290
3. TOTAL ELECTRIC REVENUE 33,466,300 33,461,701 32,636,075 33,535,002
4. OTHER OPERATING REVENUE 598,408 598,408 598,408 598,408
5. SPECIAL CONTRACTS & OTHER 1,365,940 1,365,940 1,365,940 1,365,940
6. TOTAL OPERATING REVENUE 35,430,648 35,426,049 34,600,423 35,499,350
7. OPERATING EXPENSES 27,947,057 (a) 27,116,831 27,116,831 27,116,831
8. OPERATING INCOME (MARGINS) 7,483,591 8,309,218 7,483,592 8,382,519
9. INCOME TAXES - - - -
10. NET INCOME (MARGINS) (LINE 6 - LINE 7) 7,483,591 8,309,218 7,483,592 8,382,519
11. RATE BASE 79,668,372 ®) 79,146,274 79,146,274 79,146,274
12. RATE OF RETURN 9.39% 10.50% 9.46% 10.59%




Southwest Transmission Cooperative, Inc.
Derivation Of Revenue Requirement And Rates - SWTC vs. Staff Adjusted

LINE
NO.

1.
2.
3.

10.
11.

12.
13.
14.

Source Supporting Schedule Reference
SWTC As-Filed Schedule G-2A 1

@

OPERATING EXPENSES (EXCL. REVENUE TAX)
INTEREST & OTHER DEDUCTIONS:
TOTAL OPERATING EXPENSES (INC. INTEREST)

PLUS MARGIN REQUIREMENT
LESS OTHER REVENUES:
OTHER OPERATING REVENUE
SPECIAL CONTRACTS

DIRECT ASSIGNMENT FACILITIES
SYS. CTL. & LOAD DSPTCH N/1 SP.CONT.

TOTAL OTHER INCOME
NON-OPERATING MARGINS

PLUS EXTRAORDINARY ITEMS

NET REVENUE REQUIREMENT BEFORE REV. TAX

REVENUE TAX

DMK SCH. G-2A

ANNUAL TRANSMISSION REVENUE REQUIREMENT $ 30,433,091

Staff Attachment RCS-2, Sch. C-5 (3yr Norm. of $219,800) addition for gain sharing

Debt Service Coverage Ratio

Page 1 of 14

Surrebuttal

SWTC PER STAFF
PER SWTC PER STAFF REBUTTAL SURREBUTTAL

TOTAL * TOTAL TOTAL TOTAL
$ 27,947,057 $ 27,116,831 § 27,116831 § 27,116,831
4,761,153 4,761,153 4,761,153 4,761,153
32,708,210 31,877,084 31,877,984 31,877,984
2,823,336 3,722,263 2,823,336 3,722,263
598,408 598,408 598,408 598,408
1,295,300 1,295,300 1,295,300 1,295,300
1,545,318 1,545,318 1,545,318 1,545,318
1,558,531 1,558,531 1,558,531 1,558,531
4,997,557 4,997,557 4,997,557 4,997,557
100,898 (a) 174,198 100,898 100,898
30,433,091 30,428,492 29,602,865 30,501,792
$ 30,428,492 § 29,602,865 $ 30,501,792

$ 73,300 $ - $ -
145 135 145



speoj pue sjuswalinbal OGS fenjoe £00Z Uo peseq sabejusoied BAIISY .

%ob'¥ 0002  Zl'shy 00'S9 rAN 1 00’z Z1'908
1od Boy deg ey 40O 2| Bey UM AN peoy-Bay  s9eS SO PeOT1dDZI
peoT paje|nbay jo obejuadiad e se Ayoede) uoyenbay
:S8)0N
$6800°0 seod-jo
605000 jd-uo  Apmg sso 16200 sesso
£6£21°0 feq
1 PaY9S 108680 M
£2100°0 sead-yjo / abed ‘vz-9 £9¢v$ 0043y - Aioede) Jusweoeidey OYI4-UON
0£000°0 yd-uo
G0.10°0 Keq@
9 payos /08110 M YMn/$ 00°001$ souejequ aapebau sAed Jawo)sn)
¥£100°0 yeed-yo 0} abed ‘ve-9 UAM/S 89968 soueequy sAIsod shed 0043V
660000 %d-uo
681¥20°0 feq %G’ L~/+ uoneirep pupf ut ABisuz 00d3y - eouefequ) ABisuz ¥ sinpayas
G PaUdS 052910 Am
ZELOO0 ¥eod-yo / obed ‘vz-O aL1508$ = %9E'S z666% {ejuawaiddng -ansesoy Bugesedo 9 ainpayos
§/000°0 yd-uo
528100 feg =
€ PaYoS ££921 0 *¥m 2 obed 'vg-o 8627°0% = %GE'S 195°et$ Buruuidg -ssalesay BulessdO G eiNpayos
£1000°0 sjead-yo =
800000 yd-uo  abed 'vz-9 P/¥508 = %otV QozZ'Zt$ asuodsay Aouanbaid g ‘Bey J0}s0) € ANPAYSS
$8100°0 feq@ ow-ARY/$ = pbay % ayey deg uen
2 PaUdS 212100 M 0DdaY - SOAS AGV T TIONV 1YNOILJO 0934
650000 Beed-yo ow-pMW 119°662°28 8L0'v$ SOAS AHOLVANYA TV.IO0L
$£000°0 yd-uo
218000 feq
} POYIS PSOG00 M g obed ‘yz-©  OW-MNW GL00$ §60°0$ jouog abejjon f Yoddns Jep g 8inpayds
¥6800°0 sead-jo G ebed ‘vz-©  Oow-pMY/ G¥Z0% S ZALY yojedsiq peo} g [o5uoD WalsAS | 8|NpaYg
60500°0 %d-uo STOIALAS AdV TTIONY AJOLVANYA
£6€Z1°0 feg OW-AY
. Pauds 10858°0 M jJulod-cj-jutod Joj £ abed ‘'vz-o L19€62'2$ 812'¢$ sejey uolss|tusuRI] SHOMIEN/RR.L 8lNPeYdS
SoIET AIGIUOIN. OF FalelSuel. $i0MeN jutogd-oyjuiod
6002 ‘L€ Y2Jep papu3 sUjuoly dAjem]
epnQRLIS
107 93eg pasnipv jimg - SIUBWAIMN DAY dNUIAIY pUE SIIAIIS BILY [013U0D) ‘§9)By UOISSIUISUBA Y, JO UoT)eALI(]
VI-5 “HOS A oZum.SQooU JaMoJd MNNH mﬂomwﬁﬁb&«ﬁ&oo@ UOISSTUISUB.L], 3S9MINos




00001 %00°001 £EL'8S8S TVIOL
%6687 %6687 956857 ynedaq » 1enuo) wasis
%000 %00°¢ [} 4X3 43a
%00°0 %0070 0 SIXVL
%SEST %SEST G6IBIET oWV
YLL'ST %HLL'ST 90T JINW NOISSTINSNYY.L
%68°67 %6867 L699ST JdO NOISSDASNYdL
(seT'oL)s (00c‘0cL)$
©z'ocs) S (oL¥°6D) s (1z8) § (seT'0L)$ (00E0EL)S LSOLY6'LTIS 1€8°911°LTS TVIOL
¥80°'7€D)  $ @oc00)S (TIL'TIDS ¥S8SIS'HS OLL'€6T'¥S yajedsiq P [0080) WIASAS
- s - 8 - $ 0S8TIEHS 0S8TIE'YS dXd 43a
- S - 8 - $ 9868918 $98°€89°1S SAXVYL
(oLszs1) 8 (oL1'62) s () § (1sL'oD$ (POIZIDS 8EH'BI9'PS 798°S9t'vS oV
(997900 §$ (L60'81)S (691°881)S 1TT'ETHPS $S6'91Z'PS JLNIN NOISSINSNVHL
(00s'6s0) § (S66°00)$ (SOEBITIS 6T8TBESS 195 S 198 5571 GIS'EVI‘SS d0 NOISSINSNVIL
S[EI0L, 3 5] k30 5 wrE)-JLMS PISEIpY JJ6IS
-0 01 1-0 SPINPIPS “T-S0 Y IMWRPENY JJEIS 335 SIuausaipy SAVES AMVINIANS NOILYJOTTY ISNAJXE Put SASNAIXT
¥8L°68T'E6S ISVE TLVY GILSALAY 44VIS TVLIOL
SIL'€S 00008 SILES UOW- Y/ 0$ er'orn) S dIM LNIWESIL3Y
JIA T Ifioy sowry &4 WS T804 DRV H0IS
68€°6I8°1S veg) $ TVLIdAVD DNDRIOM
cI9PS 000°08 €L9¥FS K-/ STWIHIPY 74 495 1508 TV
MMWSLSOD TYANNV TVIOL S6E'09° 168 INVTId NOISSINSNVYL LAN
AN 4D 1Y Jurod 03 yuied
(TLo‘et’ey)  $ TYL0L
SINIWAIINOTE ANNIATE TVINNY
76L708°058 08 Z6L°108°0£S (rs6eLLD) NOILVZILIOWV
TLSS'L66'YS oS LSSL66PS SHPas) JO TR0
00€'S6T°1$ oS 00£°S6Z°1S SupEagm PHO ¥ (L£0ILY9) INVId TVVANAD
spenuo) [epadg
8018658 03 80p°865S anmaady Zugesadp 10930 (180°986'09) NOISSTA'SNVILL
STESPS 1S 0s SIESYSIS Lnpeyg jusuudissy pong
1€5°8S5°1$ o 1£5°885°18 ‘daiqg PEOTY 7P P00 WNSAS SLIGTUD ANNIAATH FAYASTY NOLLVZILYOWY ¥ NOLLVIDOANdAd
te891ILZS 08 1£8°911°L28 SASNAIXH -4 s 19 WS
L9%*269°0913 TviOL (€1¥'y) s (hIT'eLe) $
2157888 0s 815 78€'8S SLSOD ONIAYAVD TVONNY TPy BaV ¥ o5 22Rp] FPH Mo 914 <5 7 oy
08 S0L %9 £AV NOLLISINOOV
01S‘EpIPIS %08 @ LOT DIV
019°09£°€IS 901 DIV
667°9E1TIS LNVId TVHINTD
%S86'8 %868 sp'i 9 a8ed YOSA ¥ LSTIALNIL
$09°05°911$ NOISSTIWSNVIL
+3L687°C6S 0$ ¥8L‘687°C6S ININLSTIANI LIN
ppRERY 10905 1'90§ peo1dD 71 oPPOYTYS ATLIONVINI
[WENY  L'€89 L'€89 pEOTdO 1 avO1 NOISSTNSNVIL
EIL GEwamg 149 1NV'1d NOISSTASNVIL
XAVINAGS LN ONITTE 7 45vd 3Lvd NOTSSTWSNVIL TIOMLAN /8 ¥ L A INAAHIS
600Z ‘TE YIEIN papud STIUO JAPML
1EngLING
pllocaded pasnipy gers - syuauaanboyf oNuAAYY pUE SINAIIS BIIY [0HUOD) ¢s3)8Y] UOISSIKISURL ], JO UONBALI(
¥2-0 "ROS WA 2Ane13doo)) JoMog AIPIANH sﬁSﬁ«Q&Z«EchcO UOISSTHISURL ], 3SIMYIN0S




99P°ETT £I8°ts 6L6°S91 SO0TIETT 2m)"] UOYSSY 1L AX STT ouep

y8TVTY 8LIST 9P TSP LOOT/TE/SO (7) mopEISqNS YIUTY 00IQPRIPPES
LIObS L009 680°PTT S00Z/1£/0Y 133314 dB], UISHINION
LOS'TL 5£9°08 WI‘EsT LOOTIERT Sauajep dey 13400H

LOE9ITT'T 155001 858°95T°T LOOUTEIEO (7) uonuIsqng ALDQHICH P IS E5E IEEOTILTS TYLOL
958°56 99€‘9 uTwol LOGU/1E/T0 () deg, aur] qng A139QPEH ) OLL'E6T'Y yoredsiqt 23 1043000 WAYSAS
8LO'6ET JA QN O $60°0LT LOOU/TEO DO SOPEPUO)) SOA/ALIINE 251 o5.7 @ voyewaldag 0SRTIEY dxd43q
8V5°896°T 08§°0 860°686°C 800TTE/LT (2) 9praSdp) vonE)sqS PURNG $98°¢89'Y SAXVL
s9L‘06¥ 8LSVS 9p5°9£0°1 LOOT/TEITL yuswradeday Soutiojsut.), 2govdy 798'S9p'y PV
U691 $ sso‘0El $  9S0°LKT §  SO0UIE/SO JuamaE[day JUdUEWIRG SS691T'Y JINI NOISSIWSNVYIL
JauLIojSuBLY AY 69/511 24eds agoedy 195 SN HUNONE ST 6IS'EPI'S dO NOISSIWSNVHL
ood TopeeIdad RHRY :60Z IUIS SUORIPPY JBEIJ WAISAS PSPV JeIs
N PAIGNUIRIDY uj Jued AXUVIAANS NOLLVDOTTV ASNIdXE PUE SASNIIXA
S6T'POT'8S aseg ey FBL68T'CES FSYL ILVY QILSArayv J4vLs TVILOL
paanoISIA SIN TN S99
- (LeT'orT) $ dIM INTATELLAY
JIA Iy K 20
68€°678°T (peg) $  TVIIAVD ONDRIOM
95£°56€°5T3 INTNTEINOTY ANNTATI ST BAPY 8 H58 T8
NOISSTANVYH.L SJOMLEN 0ZINNODSId S6E'09¥°16 ANV NOISSINSNVHL LAN
S6ZV6H'ES 03 S6T°065ES SINTWIUINOTY ANNIATY INIOd-OL"1NIOd (2L0‘TET'69) TVLOL
SINTATIINOAY FNNIATE TVINNY 6619611 § Jur(g wWaysks (FS6°ELL'T) NOLLVZILYOWYV
T6L105°0ES 1191918 169588878 pajunodsid SIN DAN :$571
LSS'L66'VS 0% LSSL66'VS spai) jo [0 L (LEO'TLY'D) INVEd TVHINID
00£'S6Z°TS 0 00€°S6Z°1S Swpagm WO P
goenwe) [E1RdS (180°98609) NOISSINSNVHL
8018655 (13 80K°865S anmasdy SupesdQ PO
SIE'SHS 1S 0 8IE'SHS TS Ao g AuBISSY 210 FAYASTI NOLLVZILYOWY % NOILVIOTd 43d
1E5°8SS°1$ [ 1£5°85S°18 -dsyq peeY ® lonae) WasAs  SLIAEHD ANNBATI
TEROIILLS LY68L8S ¥88°LET'OTS SASNAIXT g ps 1G4S
peroor's § juelf WASAS  L9V°Z69'09TS TVIOL {€1vY)  § (PITLLE) §
SIS TBE'SS YOI'LELS PIESPI'LS PAUR0ISIF S.IN DTN :$597T k
o 01 2% £AV NOLLISINOOV
SISOD SNLANHVD TVANNY OIS‘EFIPIS %05 @ LOT D/V
019°09€°€1S 901 J/V
66T9EHTIS JINVId TVHANED
4586’8 %S86'8 %5868 000 9 a8ed YALL % LSTUTLN]
809°50S'911S NOISSINSNVYL
P8LG8T'E6S S6TH0T8S 681°580°58S INTALSAANI LIN
0908 0 1908 peo1dd Tl 0V IVTYS ATIIONVINI
L'€89 0 L€89 peo1dd 1 V01 NOISSTSN VY.L
1e10L Aeanng NG INV1d NOISSTWSN VAL
XHVININNS LIND SNITTA % 35vd 3LV NOISSIASNVEL STHOMIEN/ 8 ¥ L ATAAIHIS
6007 ‘L€ UDABIN PIPUT SHIUOI SIAPALY,
g:ehhHW
y1 30 p o3eg pPASHIPY JJEIS - 918y PAUNOISIP T IDALIG HIOMPIN JABYOJA] JO UODEBALDT

V7-D “HOS NG 0>_uﬂh@nm°cmv JaM0d LNNH NEQN_h<\Q>_~N.~OQQ°U UOISSTUISUEA ], JSOMYINOT




Southwest Transmission Cooperative/Arizona Electric Power Cooperative
Derivation of Transmission Rates, Control Area Services and Revenue Requirements - Staff Adjusted

Twelve Months Ended March 31, 2009

SCHEDULE 1: System Control and Load Dispatch

Account 556 & 557

Account 561

EMS payment from AEPCO

AEPCO Ancilliary Services Sched.2-6

RELIABILITY PORTION
Generation Capacity

System Control & Load Dispatch

Generatlon Capacity (Avg of Monthly)
Apache Units (@SRSG)
Purchased Pwr
(Griffith & Southpoint)
Fed Hydro (CRSP & PD)

s 4,619,118 Ex. Property taxes

6,593
(407,904)
3483,813)
TOTAL $ 3,868,994
50.00% § 1,934,497
657,000 kW
s 0.245 /kW-mo
Net Rated kW

576,000 Page S

50,000 Page 7
Total 31,000 Actual Avg
657,000

DMK SCH. G-2A

Page Sof 14
Surrebuttat
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Southwest Transmission Cooperative/Arizona Electric Power Cooperative DMK SCH. G-24
Derivation of Transmission Rates, Control Area Services and Revenue Requirements - Staff Adjusted Surrebuttal

Twelve Months Ended March 31, 2009

DEBT SERVICE CALCULATIONS

INTEREST ON LONG TERM DEBT $ . 4,999,328 (a)
PRINCIPAL PAYMENTS , 3,989,942 (b)
TOTAL DEBT SERVICE $ 8,989,270
DSCR INTEREST RATES
145 § 13,034,441 145 8.985%
120 § 10,787,124 1.20 6.685%
LESS:
DEPRECIATION & AMORTIZATION $ 4,312,850 (c)
NON-OPERATING MARGINS s 100,898 (c)
PLUS:
OTHER INTEREST EXPENSE $ 248,531 (c)
OTHER DEDUCTIONS $ 1,399 (c)
INTEREST CHARGED TO CONSTRUCTION $ (488,105) (c)
RETURN
145 8§ 8,382,518
120 § 6,236,099
NET UTILITY PLANT $ 91,460,395 (d)
WORKING CAPITAL $ 1,829,389 (d)
RETIREMENT WIP $ -~ (d)
TOTAL RATE BASE S 93,289,784
Supporting Schedules:

(a) Schedule C-1, Page 4
(b) Schedule A-2

(c) Schedule F-1, Page 2
(d) Schedule G-2A, Page 3
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Southwest Transmission Cooperative/Arizona Electric Power Cooperative
Derivation of Transmission Rates, Control Area Services and Revenue Requirements

Twelve Months Ended March 31, 2009
SCHEDULE 4: ENERGY IMBALANCE

Energy Imbalance Cost = Accts 501+547+ e-charge A/C 555/kwh

Fuel 501/547 $ 88,508,998
Purchased Power 555 Energy Only 13,428,375
Non-Firm Wheeling 2,880
Firm Contracts Energy Revennes (2,448,992)
Economy Sales Energy Revenues (3,952,272)

$ 95,538,990

Total sales 2,604,463,779 kWh

$ 36.68 $/MWh

DMK SCH. G-2A
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DMK SCH. G-2A

Southwest Transmission Cooperative, Inc. Page 14 of 14
Surrebuttal
ANCILLARY SERVICE SCHEDULE 1 NEW RATE: - Staff Adjusted 0.245
Network Customer Units Revenue
Anza 96,412 $§ 23,621
Duncan 57,180 $ 14,009
Graham 324,562 $ 79,518
Mohave 1,433,826 $ 351,287
Mohave #2 114,578 $ 28,072
Sulphur 1,493,319 $ 365,863
Sulphur #2 28,548 $ 6,994
Trico 1,359,160 $ 332,994
Thatcher 72,000 $ 17,640
Safford 154,687 $ 37,898
Total Network Customers 5,134,272 $ 1,257,897
Firm Point-to-Point Customers Units Revenue
AEPCO 576,000 $ 141,120
Sulphur Springs Firm Point to Point 242,756 $ 59,475
MW&E Safford Wheeling : 120,000 $ 29,400
Total for Firm Point-to-Point Customers 938,756 $ 229,995
Schedule 1 Revenue Credit 3 1,487,892
Adjustment for Other System Control & Load Dispatch $ 70,639
Total Schedule 1 Revenue Credit $ 1,558,531
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